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A  "SNAPSHOT"  OF  1979  STATE  HEALTH  INSURANCE  LEGISLATION: 
Administrative  and  Fiscal  Regulation 


by    Peter  E.  Carlin 


In  the  roughly  thirty- five  years  since  the  enactment 
of  the  McCarran-Ferguson  Act  of  1945,   state  legislatures 
have  addressed  a  myriad  of  issues  pertaining  to  health 
insurance.     The  industry's  phenomenal  rate  of  growth, 
coupled  with  a  corresponding  increase  in  consumer  demands, 
has  prompted  state  officials  and  legislators  to  assume  new 
and  frequently  tougher  regulatory  positions.     However,  the 
traditional  focus  of  state  insurance  departments  continues 
to  be  the  administrative  and  fiscal  oversight  of  the  insur- 
ance industry. 

The  size  and  responsibilities  of  each  state  insurance 
department  generally  varies  with  each  state's  population, 
the  amount  of  insurance  written  by  carriers,   and  the  parti- 
cular insurance  laws,  regulatory  philosophies,  and  political 
demands  intrinsic  to  each  state.     Despite  this  variation, 
the  functions  of  state  insurance  departments  ordinarily 
include:  ensuring  that  rates  are  not  excessive  nor  unfairly 
discriminatory;   licensing  companies  and  their  agents;  main- 
taining a  system  of  financial  and  trade  regulations;  examin- 
ing a  company's  financial  condition  and  claims  practices; 
and  applying  for  a  court  order  in  the  event  of  liquidation, 
rehabilitation,  or  conservation  of  companies  because  of 
insolvency  or  other  economic  reasons. 

In  1979,  twenty-nine  states  enacted  a  total  of  fifty- 
nine  new  statutes  relating  to  what  might  be  termed  the 
"administrative  and  fiscal  regulation"  of  health  insurance. 
Six  of  these  states — ARIZONA,    ILLINOIS,   MARYLAND,  NEVADA, 
OREGON,   and  WYOMING — passed  legislation  with  respect  to  moni- 
toring the  financial  health  of  insurance  companies,   and  in 
particular,   the  potential  insolvency  of  an  insurer.  ARIZONA'S 
new  law,   for  example,   requires  any  health  care  service  organi- 
zation to  design  a  contingency  plan  in  the  event  of  insolvency. 
This  plan  must  allow  for  the  continuation  of  benefits  for  the 
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length  of  the  contract  period.     MARYLAND  now  requires  nonprofit 
health  service  corporations  to  submit  plans  to  the  Commissioner 
of  Insurance  for  the  distribution  of  their  surplus  capital 
reserves,  while  WYOMING'S  new  statute  stipulates  guidelines  for 
distributing  an  insolvent  insurer's  assets. 

NEVADA  established  its  own  Life  and  Health  Insurance 
Association  in  1979  with  the  express  purpose  of  providing 
limited  liability  for  the  contractual  obligations  of  impaired 
insurers.     The  thrust  of  a  new  amendment  in  OREGON  is  to  author- 
ize the  Commissioner  of  Insurance  to  examine  each  domestic 
insurer's  financial  condition  every  three  years. 

The  most  comprehensive  1979  statute  dealing  with  the  poten- 
tial insolvency  of  a  health  insurer  was  enacted  in  ILLINOIS. 
Under  this  new  law,   ILLINOIS  established  a  state  Life  and 
Health  Insurance  Guaranty  Association  designed  primarily  to 
guarantee  the  payment  of  benefits  in  the  event  of  any  insurer's 
failure  to  meet  its  contractual  obligations.     In  addition,  this 
association  will  assist  the  Director  of  Insurance  in  detecting 
and  preventing  any  future  insolvencies. 

Thirteen  state  laws  enacted  in  1979  concerned  administra- 
tive regulation  of  health  insurance  companies.     These  included 
state  oversight  of  rate  filing  requests,  the  granting  of  licenses 
and  the  issuance  of  approvals  for  particular  policies.  The 
bulk  of  these  laws  clearly  illustrates  the  continuing  emphasis 
of  state  insurance  legislation,  which  grants  insurance  depart- 
ments, and  more  specifically,  Commissioners,  enormous  power  in 
regulating  all  facets  of  health  insurance.     New  laws  in  ARKANSAS, 
ILLINOIS,   KANSAS,   MINNESOTA,   NEW  MEXICO,    and  TENNESSEE,  for 
instance,  all  require  the  approval  of  the  Insurance  Commissioner 
before  any  insurer  may  issue  a  policy,  contract,  or  transact  any 
business.     MINNESOTA  typifies  the  current  pattern  of  legislation. 
Under  a  19  79  amendment,  the  Director  of  Insurance  in  that  state 
is  required  to  hold  a  public  hearing  if  he  believes  that  an 
insurer's  rates  fail  to  meet  the  standards  of  the  law.  If, 
after  the  hearing,  the  Director  discovers  that  a  corporation 
is  in  noncompliance,  he  is  authorized  to  issue  an  order  speci- 
fying such  violation  and  stating  when  such'    premiums  will  be 
prohibited . 

Two  new  laws  enacted  by  MAINE'S  state  legislature  increases 
the  authority  of  their  Superintendent  of  Insurance  to  determine 
if  rate  changes  are  excessive,   inadequate,  or  discriminatory. 
The  first  statute  requires  all  insurers  to  file  any  information 
needed  by  the  Superintendent  in  making  rate  determinations. 
If  the  filing  fails  to  meet  any  legal  requirement,   the  Super- 
intendent may  hold  a  hearing  to  gather  more  information.  In 
any  instance  where  the  Superintendent  disapproves  of  the  insurer' 
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rate  filing,  he  is  empowered  to  order  the  insurer  to  submit  a 
new  filing  in  accordance  with  his  decision.     The  decision  to 
disapprove  and  order  a  new  filing,  however,  may  be  appealed 
to  the  courts.     The  second  1979  MAINE  lav;  releases  the  Super- 
intendent from  having  the  burden  of  proof  at  any  hearing — 
a  significant,   indeed  often  crucial  procedural  advantage  for 
promoting  consumer-oriented  regulation. 

One  of  the  growing  sectors  of  the  insurance  field  has 
been  the  establishment  of  prepaid  health  insurance  plans  of 
various  types.     Five  new  statutes,   enacted  in  NEW  MEXICO, 
NORTH  CAROLINA,   NORTH  DAKOTA,   OKLAHOMA,    and  SOUTH  CAROLINA 
stipulate  the  rules  and  procedures  needed  to  create  a  prepaid 
type  of  insurance  plan.     NEW  MEXICO'S  act,   for  example,  is 
concerned  with  the  organization  of  a  prepaid  dental  plan. 
In  order  to  develop  such  a  plan,  a  group  must  obtain  a  certi- 
ficate of  authority,  maintain  a  deposit  with  the  state  treasurer, 
issue  an  annual  report,  pay  taxes,  and  permit  the  Superintendent 
of  Insurance  to  examine  the  organization.     NORTH  DAKOTA'S 
statute  provides  their  Insurance  Commissioner  with  the  right  to 
analyze  the  quality  of  health  care  offered  by  any  Health  Main- 
tenance Organization.     In  any  such  action,  the  Commissioner  may 
administer  oaths  and  examine  any  officer  or  agent  of  the  group. 
NORTH  CAROLINA'S  new  insurance  statute  appropriates  $60,000 
from  the  State's  general  fund  for  carrying  out  feasibility 
studies  with  respect  to  the  quality  of  prepaid  health  plans. 

As  a  result  of  a  1979  law,   OKLAHOMA  now  authorizes  the 
creation  of  nonprofit  chiropractic  service  organizations . 
This  law  requires  issuance  of  a  certificate  of  authority  from 
the  Insurance  Commissioner  and  a  deposit  of  not  more  than 
$25,000  nor  less  than  $15,000  for  payment  of  claims  in  case  of 
insolvency.     In  addition,  nonprofit  chiropractic  service  organi- 
zations are  also  required  to  file  rates  with  the  Insurance 
Commissioner,  which  may  be  disapproved,   to  file  annual  reports 
of  their  financial  condition,     and  they  must  include  members 
of  the  general  public  on  their  board  of  directors.  SOUTH 
CAROLINA'S  statute  permits  the  creation  of  prepaid  dental 
health  plans. 

The  establishment  of  minimum  standards  for  language  used 
in  insurance  policies,  contracts,  or  certificates  was  the 
subject  of  eight  new  laws  in  1979.     In  general,  these  statutes 
stipulate  the  guidelines  to  be  followed  by  insurers  for  writing 
easily  readable  policies.     The  most  comprehensive  law  was  passed 
in  NEW  JERSEY.     Under  this  act,   all  policies  issued  in  MEW 
JERSEY  must  meet  the  following  criteria:   their  text  must 
achieve  a  minimum  score  of  4  0  on  the  Flesch  reading  ease  test; 
it  must  be  printed  in  not  less  than  ten  point  type,  one  point 
leaded;   no  portion  of  the  text  can  be  given  undue  prominence; 
and  finally,   the  policy  must  contain  a  table  of  contents  list- 
ing its  principal  sections.     Parallel  legislation  was  also 


enacted  in  CONNECTICUT,   MASSACHUSETTS ,    MAINE ,   NORTH  CAROLINA, 
and  UTAH.     In  general,   they  provide  for  similar  standards  for 
insurance  policies.     For  instance,   UTAH'S  new  statute  authorizes 
their  Commissioner  of  Insurance  to  establish  minimum  standards 
that  describe  the  manner  and  content  needed  to  sell  individual 
policies  of  accident  and  sickness  insurance.     Some  of  these 
standards  include:     stating  the  terms  of  renewability ;  prohibiting 
the  duplication  of  coverage  provisions;  mandating  coverage 
of  benefits;   and  similar  language  and  readability  standards 
as  contained  in  NEW  JERSEY'S  1979  statute. 

Another  prominent  issue  in  the  area  of  health  insurance 
is  the  confidentiality  of  an  insured's  records.     One  of  several 
pieces  of  insurance  legislation  enacted  by  MARYLAND  in  1979, 
prohibits  insurance  companies,  nonprofit  health  service  plans, 
or  Blue  Cross  or  Blue  Shield  plans  from  revealing  any  specific 
medical  information  contained  in  policyholder's  records.  There 
are,  however,   several  exceptions  included  in  this  statute,  but 
all  hinge  upon  the  subscriber's  permission  to  release  such 
information.     An  ILLINOIS  law  requires  any  data  obtained  by 
a  physician-owned  inter-insurance  exchange,  that  is  used  in 
the  course  of  internal  quality  control  or  medical  study,  to 
be  kept  strictly  confidential.     The  exceptions  include  informa- 
tion utilized  in  any  hospital  proceeding  that  decides  upon  a  phy- 
sician's staff  privileges  or  used  in  any  future  judicial  review. 

The  overall  effectiveness  of  health  insurance  legislation 
was  of  particular  concern  to  ILLINOIS'   State  legislature. 
One  of  their  new  health  insurance  laws  established  the  Illinois 
Study  Commission  to  examine  not  only  the  nature  of  current 
insurance  laws,  but  equally  as  important,   to  discover  what 
possible  effect  insurance  companies,  health  care  regulators, 
and  providers  have  on  insurance  rates.     The  Commission  is  composed 
of  ten  members  of  the  State  legislature  and  is  authorized  to 
conduct  hearings,   administer  oaths,  examine  witnesses  and 
receive  evidence. 

During  1979,  six  state  legislatures  addressed  the  problem 
of  establishing  guidelines  for  conversion  policies.     For  instance, 
as  a  result  of  a  new  act  passed  in  MARYLAND,   all  group  health 
insurers  are  now  required  to  provide  any  insured  person,  whose 
insurance  has  been  terminated  for  reasons  other  than  a  failure 
to  pay  a  required  premium,  with  an  individual  policy  of  hospi- 
tal and  medical  insurance  that  covers  the  insured  and  any  of 
his/her  dependents  who  were  previously  covered  under  a  group 
policy.     The  intent  of  MARYLAND'S  new  law  was  also  the  concern 
of  statutes  enacted  in  NEVADA,   NEW  HAMPSHIRE ,   SOUTH  CAROLINA, 
TEXAS,    and  VIRGINIA. 
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A  host  of  miscellaneous  health  insurance  laws  dealing 
with  either  the  financial  or  administrative  oversight  of 
insurance  companies  were  also  enacted  in  1979.     Both  NORTH 
CAROLINA  and  MAINE,   for  example,   passed  new  statutes  regulating 
their  state's  hospital  and  medical  service  organizations, 
(Blue  Cross  and  Blue  Shield) .     In  MICHIGAN,   a  new  law  reim- 
burses insurers  who  paid  excessive  compensation  for  disability 
or  death  caused  by  silicosis  or  other  dust  diseases.  Under 
this  act,  the  carrier  is  reimbursed  from  the  state  silicosis 
and  dust  disease  fund  for  all  sums  expended  in  excess  of 
$12,500. 


The  INTERGOVERNMENTAL  HEALTH  POLICY  PROJECT  has  full 
text  copies  of  each  of  the  enacted  state  laws  relating  to 
health  insurance.     They  are  available  upon  request.  (Please 
enclose  a  self -addressed  label--it  is  extremely  helpful  to 
our  staff.) 


Note:     Every  attempt  was  made  to  be  as  comprehensive 

as  possible  in  listing  current  state  laws  relating 
to  health  insurance;  however,   some  omissions  may 
occur.      The  INTERGOVERNMENTAL  HEALTH  POLICY  PROJECT 
would  appreciate  being  kept  informed  about  any 
further  developments. 


STATE-BY-STATE  SUMMARY 
Of 

1979  LEGISLATION 

related  to 
HEALTH  INSURANCE 


ARIZONA  -  House  Bill  2222 


This  act  requires  health  care  service  organizations  to 
develop  a  plan  in  the  event  of  insolvency.     This  plan  must 
allow  for  the  continuation  of  benefits  for  the  duration  of 
the  contract  period. 


ARKANSAS  -  House  Bill  106  6 

Mandates  that  any  insurance  company,  annuity  or  contract 
form,  printed  rider  or  endorsement  form,  or  form  of  renewal 
certificate  issued  in  Arkansas  must  be  approved  by  the 
Commissioner  of  Insurance. 


ARKANSAS  -  House  Bill  872 

This  law  places  a  precise  limitation  on  the  salaries  of 
any  agents  or  employees  of  hospital  and  medical  service 
corporations  at  $30,000. 


CALIFORNIA  -  Assembly  Bill  704 

This  statute  provides  the  Commissioner  of  Corporations 
with  the  right  to  issue  an  order  directing  a  plan  to  cease 
and  desist  from  violating  any  section  of  California's  Health 
Care  Service  Plan  Act  enacted  in  1975. 

Under  this  act,  the  respondent  may  request  that  a  hearing 
be  held  within  fifteen  days  after  the  Commissioner's  ruling. 
If  a  request  is  made  within  this  time  limit,   then  that  request 
is  made  within  this  time  limit,  then  that  request  will  auto- 
matically stay  the  Commissioner's  order,  but  only  to  the 
extent  that  such  an  order  either  required  the  cessation  of  the 
plan's  operation  or  prohibited  the  acceptance  of  new  members. 
No  automatic  stay,  however,  can  be  issued  if  the  plan  violates 
any  fiscal  requirements  or  any  other  sections  of  the  1975  act. 


CONNECTICUT  -  House  Bill  6444 

The  purpose  of  this  law  is  to  state  the  minimum  standards 
a  policy  must  meet  to  be  deemed  "readable."     The  text  must 
achieve  a  minimum  score  of  45  on  the  Flesch  reading  ease 
test,  it  must  contain  a  table  of  contents,  and  meet  other 
various  regulations. 


GEORGIA  - 


House  Bill  102 


This  amendment  revises  a  prior  law  by  stipulating  the 
procedures  for  non-residents  to  obtain  insurance  licenses. 
The  Commissioner  of  Insurance  is  directed  to  issue  a  license 
to  any  non-resident  who  has  passed  a  written  examination  in 
his  home  jurisdiction  and  who  possesses  a  valid  license  from 
another  jurisdiction. 

Two  further  qualifications  are  that  the  applicant  cannot 
own  a  place  of  business  within  Georgia  and  that  the  other 
jurisdiction  must  allow  residents  of  Georgia  the  same  oppor- 
tunity to  procure  a  license. 


GEORGIA  -  Senate  Bill  233 

This  statute  requires  anyone  designated  to  assist  in  the 
collection  of  any  tax  relating  to  insurance  transactions  to 
disclose  any  payments  received  for  such  assistance.  Such 
disclosures  are  to  be  made  to  the  Commissioner  of  Insurance 
and  they  are  available  for  public  inspection.  Consequently, 
they  are  not  treated  as  confidential  information. 


ILLINOIS  -  Senate  Bill  8 

This  amendment  requires  any  insurance  contract  or  policy 
to  be  filed  initially  with  the  Director  of  Insurance  before 
it  can  be  issued.     If  the  policy  violates  any  part  of  the 
Illinois  Insurance  Code,  the  Director  is  authorized  to  with- 
hold his  approval. 


ILLINOIS  -  House  Bill  1223 

This  comprehensive  statute  created  the  Illinois  Life  and 
Health  Insurance  Guaranty  Association.     Its  express  purpose 
is  to  protect  policyholders  against  the  potential  insolvency 
of  an  insurer. 

This  association  would  guarantee  the  payment  of  benefits 
in  the  event  of  a  failure  to  complete  contractual  obligations 
In  addition,   it  would  assist  the  Director  of  Insurance  in 
detecting  and  preventing  any  future  insolvencies.     The  compos 
tion  of  this  association  consists  of  any  insurer  transacting 
business  in  Illinois. 
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ILLINOIS  -  House  Bill  495 

This  law  established  the  Illinois  Study  Commission  to 
study  all  aspects  of  insurance  in  Illinois.     Its  particular 
concern  is  to  determine  whether  the  current  health  insurance 
laws  are  adequate.     Furthermore,   it  is  authorized  to  discover 
the  effect  of  health  care  regulators,  providers,  and  insurance 
companies  on  insurance  rates. 

The  Commission  is  composed  of  ten  members  from  the  State 
legislature,   five  from  each  house.     They  are  empowered  to  con- 
duct hearings,  administer  oaths,  examine  witnesses,  and  receive 
evidence . 

Finally,  the  law  prohibits  any  hearing  from  being  televise 
filmed,  or  broadcasted.  The  Commission  is  authorized  to  report 
its  findings  by  March  1,   19  81. 


ILLINOIS  -  Senate  Bill  632 

Requires  all  information,   interviews,  and  sundry  other 
data  obtained  by  physician-owned  inter-insurance  exchanges, 
used  in  the  course  of  internal  quality  control  or  medical 
study,  to  be  held  strictly  confidential. 

The  exceptions  include  data  utilized  in  any  hospital 
proceeding  that  is  deciding  upon  a  physician's  staff  privi- 
leges or  in  any  future  judicial  review. 


KANSAS  -  House  Bill  2036 

This  amendment  prohibits  the  transaction  of  any  insurance 
business  unless  it  has  been  duly  authorized  by  the  Commissioner 
of  Insurance. 


LOUISIANA  -  House  Bill  18 

This  statute  subjects  any  person,  partnership,  corporation 
or  other  organization  which  provides  health  and  accident  bene- 
fit coverage  as  a  self-insurer  to  the  provisions  relating  to 
penalties  and  attorney's  fees. 
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MAINE  -  Legislative  Document  106 


Requires  the  Maine  Insurance  Advisory  Board  to  provide 
the  State  with  the  necessary  insurance,  bonding  protection, 
and  services  in  order  to  give  the  State  the  best  possible 
coverage,   service,   and  cost. 


MAINE  -  Legislative  Document  1105 

Under  this  law,  all  insurers  are  required  to  file  any 
information  needed  by  the  Superintendent  of  Insurance  to 
determine  whether  rate  changes  are  excessive,  inadequate, 
or  discriminatory.     In  this  context,  the  Superintendent  is 
allowed  to  employ  actuaries  at  the  cost  of  the  insurers. 

If  the  Superintendent  believes  that  the  filing  does  not 
meet  the  requirements,  he  may  hold  a  hearing. 

Furthermore,  this  law  describes  the  Superintendent's 
powers  for  issuing  decisions.     In  any  case  where  he  dis- 
approves of  the  insurer's  rate  filing,  he  must  specify  the 
filing  that  he  would  approve,  and  moreover,  authorize  the 
insurer  to  submit  a  new  filing  in  accordance  with  his  decision 
An  insurer  may  appeal  the  Superintendent's  decision. 


MAINE  -  Legislative  Document  6  36 

This  amendment  describes  the  simplification  standards 
applicable  to  insurance  policies.     These  include  a  minimum 
score  of  50  on  the  Flesch  reading  ease  test  as  well  as  other 
regulations . 


MAINE  -  Legislative  Document  1566 

This  act  amends  the  rate  filing  disapproval  requirements 
by  no  longer  requiring  the  Superintendent  to  bear  the  burden 
of  proof  at  any  hearing. 


MAINE  -  Legislative  Document  100  9 

The  purpose  of  this  law  is  to  allow  hospital  and  medical 
service  organizations  the  right  to  provide  services  within 
Maine  or  in  the  United  States. 
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MARYLAND  -  House  Bill  1616 

Under  this  act,  all  group  health  insurers  must  provide  any 
insured  person,  whose  insurance  has  been  terminated  for  any 
reason  other  than  a  failure  to  pay  a  required  premium,  with 
an  individual  policy  of  hospital  and  medical  insurance  that 
covers  him/her  and  any  of  his/her  eligible  dependents  who  were 
previously  covered  under  a  group  policy. 

Any  individual  converted  policy  must  provide  benefits 
that  are  stipulated  by  the  Commissioner.     The  Commissioner  is 
authorized  to  establish  different  levels  of  benefits  for  various 
types  of  coverage  and  may  establish  exclusions  and  benefit 
limitations  which  he  deems  appropriate. 

Furthermore,  the  Commissioner  may  also  establish  notifi- 
cation requirements  for  the  insurer  to  the  person  whose  cover- 
age is  being  terminated  of  his/her  right  of  conversion. 


MARYLAND  -  Senate  Bill  262 

This  act  requires  all  insurance  companies  that  are  sub- 
ject to  taxation  to  file  with  the  Insurance  Commissioner  a 
report  of  the  new  and  renewal  gross  direct  premiums,   less  the 
return  premiums,  that  were  written  during  the  preceding  year. 

All  reports  must  be  mailed  and  postmarked  by  March  15 
of  any  year. 


MARYLAND  -  Senate  Bill  257 

This  law  empowers  the  Insurance  Commissioner  to  order 
any  corporation  operating  a  nonprofit  health  service  to  sub- 
mit a  plan  for  the  distribution  of  surplus  capital  reserves. 
The  Commissioner  is  authorized  to  design  a  plan  and  compel 
any  corporation  to  implement  it.     A  corporation  must  maintain 
a  minimum  reserve  equal  to  at  least  3%  of  the  subscription 
charges  earned  during  the  prior  year. 

Furthermore,  this  act  authorizes  the  Insurance  Commissioner 
to  issue  a  license  to  each  applicant  upon  the  payment  of  a  fee. 


MARYLAND  - 


Senate  Bill  91 


The  purpose  of  this  act  is  to  require  every  contract  or 
agreement  for  health  care  coverage,  written  after  July  1,  1979, 
to  provide  for  payment,  to  the  State  Department  of  Health  and 
Mental  Hygiene,   for  the  cost  of  certain  services  paid  for  or 
rendered  by  that  Department.     Benefits  that  are  payable  are 
restricted  to  those  benefits  available  to  the  individual  under 
the  terms  and  conditions  of  the  contract. 


MARYLAND  -  Senate  Bill  2  88 

Stipulates  that  all  decisions  made  by  the  Insurance  Commis 
sioner  concerning  nonprofit  health  service  plans  are  subject 
to  judicial  review. 


MARYLAND  -  Senate  Bill  542 

The  major  thrust  of  this  act  is  to  eliminate  a  prohibi- 
tion against  the  receipt  of  commissions  and  other  considera- 
tions by  lenders  and  creditors  with  respect  to  the  sale  of 
credit  life  and  health  insurance  to  borrowers.     It  provides, 
however,  that  the  premium  rates  charged  for  such  insurance  on 
loans  are  subject  to  a  loss  ratio  guideline. 

Furthermore,   it  allows  the  Insurance  Commissioner  the 
right  to  establish  certain  premium  rates  for  credit  life  and 
health  insurance  and  design  maximum  rates  of  commission. 


MARYLAND  -  House  Bill  1089 

This  law  prohibits  insurance  companies,   nonprofit  health 
service  plans,  or  Blue  Cross  or  Blue  Shield  plans  from  reveal- 
ing any  specific  medical  information  contained  in  a  policy- 
holder's records.     However,   information  may  be  released  if  the 
subscriber  authorizes  such  action.     This  authorization  may  be 
made  in  the  event  of  a  request  by  a  medical  review  committee, 
accreditation  board,  commission,  or  in  response  to  a  legal 
action . 

Information  may  also  be  released  if  it  furnishes  data 
to  another  nonprofit  health  plan,  to  a  Blue  Cross  or  Blue 
Shield  company,  or  to  another  insurance  company  for  the 
purpose  of  coordinating  benefit  payments  under  more  than  one 
sickness  and  accident  contract.     In  addition,  information  may 


be  released  if  it  provides  data  to  a  health  care  researcher, 
government  agency,  or  for  a  cost  containment  contractual 
obligation.     Regardless  of  who  the  information  is  furnished 
to,  the  policyholder  must  authorize  such  an  action. 


MASSACHUSETTS  -  Senate  Bill  1859 

This  act  is  concerned  with  requiring  insurance  policies 
to  be  written  in  an  easily  understandable  form.     No  policy 
can  be  issued  without  the  prior  approval  of  the  Insurance 
Commissioner . 


MICHIGAN  -  House  Bill  4137 

This  amendment  authorizes  the  reimbursement  of  an  insurance 
carrier  who  has  paid  compensation  for  disability  or  death 
from  silicosis  or  other  dust  disease  to  any  employer  or 
employee.     The  carrier  is  to  be  reimbursed  from  the  silicosis 
and  dust  disease  fund  for  each  sum  expended  in  excess  of 
$12,500. 

In  addition,  a  carrier  is  reimbursed  from  the  same  fund 
if  he  has  paid  benefits  as  a  result  of  disability  or  death 
caused  by  previous  exposure  to  polybrominated  biphenyl.  The 
exposure  must  have  occurred  prior  to  the  effective  date  of 
this  law  and  must  have  arisen  through  employment. 


MINNESOTA  -  Senate  Bill  9  3 

This  law  states  that  if  the  Director  of  the  Division  of 
Insurance  believes  that  any  premiums  or  dues  fail  to  meet  the 
standards  of  the  law,  he  is  required  to  hold  public  hearings 
on  the  subject.     Written  notice  of  noncompliance  must  be 
mailed  ten  days  prior  to  the  hearing  to  any  corporations  in 
violation.     If  the  Director,  after  the  hearing,  discovers 
that  a  corporation  is  in  noncompliance,     he  must  issue  an  order 
specifying  such  violation  and  stating  when  such  premiums  will 
be  prohibited. 


MINNESOTA  -  Senate  Bill  1191 

This  comprehensive  statute  addresses  a  variety  of  insur- 
ance regulations.     They  include:     requiring  self-insurers  to 
issue  annual  reports  to  the  Commissioner;   authorizing  every 
insurer  to  offer  major  medical  coverage  to  each  applicant  who 


applies  for  a  new  unqualified  policy;  and  stipulates  the 
minimum  benefits  that  must  be  provided  to  any  individual 
who  applies  for  a  qualified  plan. 

In  addition,  this  act  established  a  comprehensive  health 
insurance  association.     It  is  composed  of  all  insurers, 
self-insurers,   fraternals,   and  health  maintenance  organiza- 
tions.    Its  Board  of  Directors  consists  of  seven  individuals 
selected  by  the  members.     The  Association's  powers  include: 
the  right  to  sue  or  be  sued;  to  enter  into  contracts  with 
insurers;   to  design  administrative  and  accounting  procedures; 
and  to  provide  for  the  reinsuring  of  risks  incurred  as  a 
result  of  coverage  required  by  other  sectors. 

Finally,  this  law  describes  the  guidelines  for  certify- 
ing eligible  persons  who  wish  to  enroll  in  the  comprehensive 
insurance  plan. 


MISSISSIPPI     -  House  Bill  1416 

This  law  appropriates  a  certain  sum  of  money  from  the 
State  General  Fund  to  defray  the  expenses  of  the  State  Insur- 
ance Department.     The  monies  are  earmarked  for  employees' 
salaries . 


NEVADA  -  Assembly  Bill  594 

This  statute  requires  all  group  health  insurers  to  include 
a  provision  in  all  of  their  policies  that  stipulates  that  the 
employee  or  member  is  entitled  to  have  the  insurer  issue  to 
him/her  a  policy  of  health  insurance  when  the  insured  is  no 
longer  covered  by  the  group  policy. 

The  termination  of  coverage  under  the  group  policy 
cannot  have  resulted  from  a  failure  on  the  part  of  the  policy- 
holder to  pay  the  required  premium.     An  additional  requirement 
is  that  the  employee  or  member  must  have  been  continuously 
insured  under  the  group  policy  for  at  least  three  consecutive 
months  immediately  prior  to  the  termination.     At  the  option 
of  the  insurer,  a  separate  converted  policy  may  be  issued  to 
cover  any  dependents. 
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NEVADA  -  Senate  Bill  11 

This  act  creates  the  Nevada  Life  and  Health  Insurance 
Association  with  limited  liability  for  contractual  obliga- 
tions of  impaired  insurers.     More  specifically,   this  law 
describes  the  limited  liability  of  this  association  with  par- 
ticular respect  to  accident  and  health,  and  life  and  annuity 
insurance . 


NEW  HAMPSHIRE  -  Senate  Bill  4  8 

The  intent  of  this  law  is  to  require  all  group  health 
insurers  to  provide  any  group  policyholders  whose  insurance 
has  been  terminated,  with  an  individual  policy  of  insurance. 
The  insured,  whose  policy  was  terminated,  must  have  been 
insured  for  five  years  prior  to  the  termination  date. 

Each  insurer  is  required  to  give  each  insured  person 
written  notice  of  this  conversion  privilege  within  fifteen 
days  after  the  date  of  termination. 


NEW  JERSEY-  Assembly  Bill  3008 

This  comprehensive  statute  is  intended  to  establish 
minimum  standards  for  language  used  in  insurance  policies, 
contracts,  and  certificates.     Under  this  law,  any  policy 
issued  in  New  Jersey  must  meet  the  following  requirements: 
the  text  must  achieve  a  minimum  score  of  40  on  the  Flesch 
reading  ease  test;   it  must  be  printed  in  not  less  than  ten 
point  type,  one  point  leaded;  no  portion  of  the  text  can  be 
given  undue  prominence;  and  it  must  contain  a  table  of  con- 
tents or  index  of  the  major  sections  of  the  policy. 

A  Flesch  reading  ease  test  is  measured  for  policies 
containing  10,000  words  or  less  by  analyzing  the  entire 
form.     For  those  policies  with  10,000  words  or  more,  the 
readability  of  two  200  word  samples  per  page  are  examined. 


NEW  JERSEY  -  Assembly  Bill  1474 

The  purpose  of  this  law  is  to  grant  the  Commissioner 
of  Insurance  the  power  to  issue  any  regulations  he  deems 
necessary  to  establish  minimum  standards  for  the  form,  con- 
tent, and  sale  of  individual  health  insurance. 

These  standards  include:   simplification  and  standardi- 
zation of  language,   terms,  and  coverage;   elimination  of  any 
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confusing  provisions;   elimination  of  any  deceptive  practices; 
elimination  of  any  provisions  that  the  Commissioner  believes 
are  contrary  to  the  public's  health  care  needs;  elimination 
of  coverages  which  are  so  limited  that  they  serve  no  substan- 
tial economic  value;   and  the  elimination  of  unfair  renewal 
practices . 

If  the  Commissioner  finds  that  after  notice  and  a  hearing, 
an  insurer  has  violated  any  provisions  of  this  law,  he  may 
impose  a  penalty  not  exceeding  $2,000  for  each  violation. 
This  is  in  addition  to  any  other  penalties  assessed. 

Furthermore,  the  Commissioner,  through  the  Attorney- 
General,  can  institute  an  action  in  Superior  Court  to  enjoin 
and  restrain  any  insurer  who  has  issued  a  policy  that  violates 
this  act. 


NEW  MEXICO  -  House  Bill  290 

This  act  prohibits  lending  institutions,  public  utilities, 
credit  unions,   or  holding  company  subsidiaries  from  selling 
or  acting  as  a  broker  for  insurance.     They  may  be  licensed  to 
sell  life,  health,  and  accident  insurance  where  a  lending 
institution  is  a  state  or  national  bank  located  in  communi- 
ties of  5,000  people  or  less. 

Under  this  law,  the  Superintendent  of  Insurance  is  author- 
ized to  promulgate  regulations,  particularly  to  minimize  the 
possibilities  of  unfair  competitive  practices. 


NEW  MEXICO  -  Senate  Bill  425 

This  statute  stipulates  the  precise  guidelines  to  be 
followed  for  establishing  a  prepaid  dental  plan.     The  follow- 
ing criteria  must  be  met:     obtaining  a  certificate  of  author- 
ity; maintaining  a  deposit  with  the  State  treasurer;   and  having 
a  surety  bond  that  guarantees  services  under  the  plan. 

Furthermore,  this  act  describes  the  rules  for  membership 
coverage,  the  right  of  the  Superintendent  to  examine  the  organi 
zation,   the  responsibility  of  the  organization  to  issue  annual 
reports,  the  duty  to  pay  taxes,  and  outlines  the  various  prac- 
tices that  are  explicitly  prohibited  by  law. 


NEW  YORK  -  Senate  Bill  3193 


This  law  states  the  procedures  for  obtaining  a  license 
to  sell  insurance  in  New  York.     All  applicants  are  required 
to  complete  an  approved  set  of  courses  and  pass  an  examination 
to  the  satisfaction  of  the  Superintendent  of  Insurance. 


NORTH  CAROLINA  -  House  Bill  921 

This  statute  regulates  the  governing  boards  of  hospital 
service  corporations.     The  Board  of  Directors  must  include 
individuals  who  are  representative  of  its  subscribers  and 
the  general  public.     Directors,  who  are  persons  licensed  to 
practice  medicine  or  who  are  paid  directors  or  employees  of 
a  hospital  service  corporation,  must  constitute  less  than 
one-half  of  the  total  number  of  directors. 


NORTH  CAROLINA  -  Senate  Bill  685 

This  amendment  appropriates  from  the  general  fund  the 
sum  of  $60,000  to  be  used  for  carrying  out  feasibility 
studies  by  the  Department  of  Administration  for  the  Commission 
on  Prepaid  Health  Plans. 


NORTH  CAROLINA  -  House  Bill  7  07 

The  major  thrust  of  this  act  is  to  mandate  that  insurance 
policies  and  contracts  are  readable  by  a  person  of  average 
intelligence,   experience,  and  education.     All  policies  must 
be  printed  in  a  typeface  of  at  least  ten  point  modern  type 
and  must  pass  the  Flesch  reading  ease  test. 

The  Commissioner  must  issue  a  report  to  the  Legislative 
Research  Commission  and  the  General  Assembly  by  Farch  1,  1980 
as  to  the  effectiveness  of  this  law.     The  primary  concern  of 
the  report  is  his  examination  of  the  feasibility  of  requiring 
insurance  policies  to  comply  with  the  provisions  of  this  act. 


NORTH  DAKOTA  -  Senate  Bill  2194 

This  law  specifically  prohibits  insurers  from  excluding 
or  reducing  benefits  to  an  insured  because  some  benefits 
were  paid  or  might  be  paid  to  that  individual  under  another 
individually  underwritten  or  issued  contract. 
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OKLAHOMA  -  House  Bill  1302 

Authorizes  the  creation  of  nonprofit  chiropractic  service 
organizations  apparently  similar  to  Blue  Shield  plans,  but 
for  the  payment  of  chiropractic  rather  than  medical  services. 
The  law  requires  issuance  of  a  certificate  of  authority  from  the 
Insurance  Commissioner  and  deposit  of  not  more  than  $25,000 
nor  less  than  $15,000  for  payment  of  claims  in  case  of  insol- 
vency.    Nonprofit  chiropractic  service  organizations  also  must 
file  rates  with  the  Insurance  Commissioner  which  must  include 
members  of  the  general  public  on  their  board  of  directors. 
Chiropractic  service  organizations  are  forbidden  to  offer 
rebates  on  rates  as  a  form  of  inducement  and  to  attempt  to 
influence  the  subscriber  in  his  or  her  free  choice  of  a  chiro- 
practor. 


OKLAHOMA  -  House  Bill  1341 

Under  this  law,  any  policy,   rider,   application,  or 
endorsement  that  fails  to  meet  certain  criteria  cannot  be 
approved  by  the  Commissioner  of  Insurance.     It  cannot  contain 
any  misleading  clauses  and  must  include  an  appropriate  out- 
line of  coverages  in  plain  and  simple  language. 

Furthermore,  the  Insurance  Department  must  adopt  rules 
and  regulations  which  establish  minimum  standards  for  both 
the  general  content  of  forms  and  of  benefits. 


OREGON  -  House  Bill  2546 

Precisely  defines  "health  care  service  contractor"  as 
any  nonprofit  organization  that  is  sponsored  by  a  group  of 
doctors  licensed  by  Oregon  and  which  accepts  prepayment  for 
health  care  services. 


OREGON  -  Senate  Bill  775 

This  law  authorizes  the  Adult  and  Familv  Services  Division 
to  reauire  insurers  and  contractors  who  provide  medical  assis- 
tance to  categorically  and  medically  needy  persons  to  approve 
or  deny  preauthorization  requests  for  dental  services  within 
thirty  days  of  submission.     Furthermore,  all  payments  to 
providers  of  such  services  must  be  paid  no  later  than  thirty 
days  of  submission.     Furthermore,  all  payments  to  providers 
of  such  services  must  be  paid  no  later  than  thirty  days  after 
receipt  of  an  invoice. 
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OREGON  -  House  Bill  2097 

Under  this  law,  pany  person  who  was  exempted  by  prior 
law  from  transacting  insurance  must  nov;  obtain  a  certificate 
of  exemption  from  the  Commissioner  of  Insurance. 

It  further  provides  the  Commissioner  with  the  right 
to  examine  each  domestic  insurer  every  three  years.  The 
purpose  is  to  determine  an  insurance  company's  financial  con- 
dition.    In  this  context,  each  insurer  is  required  to  deposit 
the  sum  of  $100,000  with  the  State  treasurer. 


RHODE  ISLAND  -  House  Bill  524  6 

This  statute  established  the  Rhode  Island  Group  Health 
Association.     The  corporation  is  a  nonprofit  health  service 
corporation  and  can  provide  nonprofit  hospital,  medical, 
dental,  and  optometric  service  plans,  as  well  as  service 
plans  for  the  preventive  and  rehabilitative  medicine  for 
its  subscibers. 

The  corporation  may  also  provide  nursing  services,  fur- 
nish any  necessary  drugs,  medicines,  or  supplies,  and  maintain 
x-ray,  clinical,  and  bio-analytical  laboratories. 

The  corporation  is  required  to  issue  an  annual  report 
to  the  Director  of  Business  Regulations  as  to  its  fiscal 
condition . 


SOUTH  CAROLINA  -  House  Bill  2655 

This  act  incorporates  prepaid  dental  health  services 
into  the  definition  of  accident  and  health  insurance.  More- 
over,  it  permits  group  sale  of  such  insurance. 


SOUTH  CAROLINA  -  House  Bill  2696 

Under  this  law,  all  health  insurers,  who  issue  group 
policies,  are  required  to  provide  any  insured  person,  whose 
group  policy  has  been  terminated,  with  a  policy  of  health 
insurance.  An  employee  or  member , however ,  cannot  receive 
this  type  of  converted  policy  if  he/she  failed  to  pay  any 
required  premiums  or  contributions. 

The  converted  policy  must  cover  the  employee  of  member 
and  his/her  dependents  who  were  covered  by  the  group  policy 
on  the  date  of  termination. 
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SOUTH  CAROLINA  -  Senate  Bill  227 

Defines  "blanket  accident  and  health  insurance"  as  that 
form  covering  such  special  groups  as:  passengers  on  a  common 
carrier;   employees  who  work  in  exceptionally  hazardous  occu- 
pations;  students  or  teachers  insured  under  a  policy  issued 
to  a  college,  school,  or  institution;  and  members  of  a  fire 
department,   first  aid,  or  other  volunteer  group. 


TENNESSEE  -  House  Bill  545 

Defines  as  unlawful  any  attempt  to  offer  or  sell  acci- 
dent and  sickness  insurance  that  provides  for  or  requires 
premiums  to  be  paid  more  often  than  monthly. 


TEXAS  -  House  Bill  155 

Any  health  insurance  policy  that  provides  for  conversion 
to  an  individual  policy  by  an  insured  on  termination  of  member- 
ship in  a  group  insurance  plan,  must  provide  a  conversion 
privilege  to  an  individual  policy  to  the  spouse  of  the  unsured 
on  his/her  death  or  divorce.     However,   if  the  conversion  privi- 
lege of  the  insured  already  provides  coverage  for  the  spouse, 
the  group  insurer,  then,   is  not  required  to  issue  a  separate 
conversion  policy. 


UTAH  -  House  Bill  187 

The  concern  of  this  law  is  to  establish  reasonable 
standards  and  simplification  of  terms  and  coverage  in  insur- 
ance policies.     One  of  the  major  provisions  is  that  no  policy 
can  contain  any  misleading  clauses. 

Under  this  law,  the  Commissioner  is  required  to  estab- 
lish specific  standards  that  describe  the  manner  and  content 
needed  to  sell  individual  policies  of  accident  and  sickness 
insurance.     Some  of  these  standards  include:     stating  the 
terms  of  renewability ;  prohibiting  the  duplication  of  coverage 
provisions;  and  mandating  coverage  of  benefits. 


VERMONT  House  Bill  4  33 

This  law  establishes  guidelines  for  licensing  insurance 
brokers  and  surplus  line  insurance  brokers. 


zation,  however,  can  refuse  to  renew  a  casualty  or  liability 
policy  in  the  event  of  nonpayment  of  dues  to  the  association. 
Refusal  to  renew  a  policy  is  permitted  only  if  such  payment 
of  dues  is  a  prerequisite  to  obtaining  or  continuing  insurance. 
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Each  applicant  is  required  to  file  a  bond  with  the 
Commissioner  of  Insurance,   and  must  have  at  least  two  years 
experience  as  an  insurance  agent  or  in  comparable  employment 
for  an  insurance  company.     In  this  respect,  each  application 
for  a  license  must  be  accompanied  by  an  affadavit  from  the 
applicant's  prior  employer,  stating  his/her  experience. 

In  addition,  each  applicant  must  pass  an  examination 
designed  by  the  Insurance  Commissioner.     These  tests  should 
indicate  the  applicant's  knowledge  of  the  line(s)   of  insurance 
for  which  he/she  seeks  a  license. 


VIRGINIA  -  House  Bill  1890 

This  act  amends  a  Virginia  statute  relating  to  subroga- 
tion and  reimbursement  provisions  in  hospitalization,  medical, 
surgical,  and  other  insurance  policies. 

Under  this  law,  no  contract  of  insurance  or  contract  or 
plan  can  contain  any  provision  that  denies  or  limits  the 
recovery  by  the  person  receiving  benefits  for  injuries  for 
which  such  services  or  reimbursement  has  been  received  by  any 
claim  against  a  third  person  responsible  for  such  injuries. 


VIRGINIA  -  House  Bill  272 

Under  this  statute,  every  group  health  insurer  is  require 
to  issue,  without  evidence  of  insurability,  a  nongroup  policy 
of  accident  and  sickness  insurance  to  any  insured  whose  group 
insurance  was  terminated. 


WYOMING  -  House  Bill  262 

This  law  states  the  procedures  to  be  followed  for  dis- 
tributing an  insolvent  insurer's  assets.     If  the  court  rules 
that  an  insurer  is  insolvent,  all  creditors  must  notify  the 
Commissioner  of  their  claims  within  six  months. 


WYOMING  -  Senate  Bill  31 

This  statute  prohibits  any  person  from  entering  into  any 
agreement,   such  as  a  boycott,  coercion,  or  intimidation,  that 
results  in  an  unreasonable  restraint  of  any  insurance  business 
Insurers,  owned  or  controlled  by  an  association  or  organi- 
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The  Intergovernmental  Health 
Policy  Project  serves  a  unique 
function  in  the  development  of  the 
nation's  health  policy.  It  is  the  only 
university-based  program  in  the 
country  concentrating  its  research 
efforts  exclusively  on  the  health  laws 
and  programs  of  the  50  state 
governments.  The  Project  provides 
assistance  to  state  executive  officials, 
legislators,  legislative  staff  and  others 
who  need  to  know  about  important 
developments  in  other  states.  At  the 
same  time,  the  IHPP  helps  federal 
officials  identify  innovative  state 
health  programs  and  specific  state 
problems. 


To  facilitate  these  information- 
brokering  activities,  the  IHPP 
maintains  direct  links  with  state 
governments,  state  legislatures, 
research  centers,  planning  agencies, 
and  interest  groups  throughout  the 
country.  Reliable,  up-to-date 
information  on  health  legislation  and 
programs  is  obtained  through  IHPP's 
own  network  of  knowledgeable  heath 
policy  experts  in  each  of  the  50 
states,  as  well  as  from  its 
clearinghouse  of  all  state  health 
legislation. 

Through  its  newsletter,  State 
Health  Notes,  research  publications, 
and  conferences,  the  IHPP  provides 
key  health  policy-makers  with  timely, 
comprehensive  examinations  of 
innovative  state  legislative  activities 
and  health  programs. 

The  Intergovernmental  Health 
Policy  Project  has  a  full-time  staff  of 
five  professional  researchers, 
supplemented  by  graduate  research 
assistants  and  consultants.  The 
publications,  research  and  services  of 
the  IHPP  are  made  possible  by  a 
grant  from  the  Health  Care  Financing 
Administration,  DHEW,  to  George 
Washington  University.  (HCFA  Grant 
#18-P-27  321/3) 
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